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towns, which become the homes of the new artisan class, and
between which and the rural areas there springs up a short-
distance trade. The agriculturists bring their corn and wool to
the town market-place and exchange them for the manufactured
goods of the craftsmen. The essential features of this industrial
system are that production takes place on a small scale and for
a limited market, and that the producer sells his product direct
to the consumer. Skill is more important than capital and the
intervention of a commercial middleman is not required. The
rise of handicraft industry dates in Europe from the twelfth
and thirteenth centuries. The name of the guild system is com-
monly applied to it, since in the towns the medieval craftsmen
were almost invariably united in mutual aid associations called
guilds*

(c) In the later Middle Ages new industrial forms grew up
alongside the old. The establishment of peace and order by
strong governments, the improvement of communications, and
the growth of population widened the market for manufactured
goods and lengthened the chain between producer and con-
sumer. Goods were now made by one person, sold to another,
and consumed by a third. When the direct relations between
producer and consumer came to an end the middleman made
his momentous appearance on the stage of industry, and a
revolution followed that had important reactions on the position
of the craftsman. An economic function for which he had
hitherto been himself responsible, the marketing of his goods,
was now transferred to a specialist, and with it went a portion
of his independence. He could not exist without the merchant
middleman who sold his products. In the course of time his
dependence deepened. The middleman used his superior
economic position to make himself an employer who supplied
raw material to small craftsmen to be worked up on commis-
sion. Industry became subservient to commerce. The small
industrialist bowed his neck to the large commercial capitalist.
Yet he did not sink into the position of a mere wage-earner,
like the factory hand later. In his little workshop he was still
his own master, and free to order his labour as he pleased. His